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THE ELAINE KAUFMAN CULTURAL CENTER/
LUCY MOSES SCHOOL FOR MUSIC AND DANCE AND AFFILIATE
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

AS OF AUGUST 31, 2022 AND 2021

2022 2021
Assets
Cash and cash equivalents (Notes 2C and 13) $ 3,468,040 $ 5,554,291
Investments (Notes 2G and 4) 12,079,030 10,216,790
Accounts receivable, net (Note 2E) 11,747 3,793
Contributions receivable, net (Notes 2D and 5) 5,804,735 1,224,494
Government grants receivable, net (Note 2M) 96,930 48,150
Accrued interest and other receivables 96,019 90,584
Prepaid expenses and other assets 255,501 201,524
Property and equipment, net (Notes 2F and 6) 10,053,283 9,915,846
Total assets $ 31865285 $ 27,255,472
Liabilities
Accounts payable and accrued expenses $ 190,089 $ 140,952
Accrued salaries payable 232,653 166,865
Deferred revenue - ticket sales (Note 2K) 319,450 168,356
Deferred revenue - tuition and other fees (Note 2I) 803,285 590,863
Deferred grant revenue (Note 7) - 2,560,298
Loan payable (Note 7) - 37,950
Total liabilities 1,545,477 3,665,284
Commitment and Contingencies (Note 8)
Net Assets (Note 2B)
Without donor restrictions 17,774,936 14,361,115
With donor restrictions (Notes 9 and 10) 12,544,872 9,229,073
Total net assets 30,319,808 23,590,188
Total liabilities and net assets $ 31865285 $ 27,255,472

The accompanying notes are an integral part of these consolidated financial statements.
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THE ELAINE KAUFMAN CULTURAL CENTER/
LUCY MOSES SCHOOL FOR MUSIC AND DANCE AND AFFILIATE
CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED AUGUST 31, 2022 AND 2021

2022 2021
CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets $ 6,729,620 $ 916,952
Adjustments to reconcile change in net assets to
net cash provided by operating activities:
Depreciation 805,916 755,479
Realized gain on investments (161,955) (14,626)
Unrealized loss (gain) on investments 1,734,095 (1,179,905)
Loan forgiveness - (12,156)
Bad debt 22,709 5,842
Subtotal 9,130,385 471,586
(Increase) decrease in assets:
Accounts receivable (30,663) 17)
Contributions receivable (4,580,241) (148,929)
Government grants receivable (48,780) 9,900
Accrued interest and other receivables (5,435) 35,845
Prepaid expenses and other assets (83,977) (57,474)
Increase (decrease) in liabilities:
Accounts payable and accrued expenses 49,137 (22,276)
Accrued salaries payable 65,788 (28,908)
Deferred revenue 363,516 382,601
Deferred grant revenue (2,560,298) 2,560,298
Net Cash Provided by Operating Activities 2,329,432 3,202,626
CASH FLOWS FROM INVESTING ACTIVITIES:
Property and equipment acquisitions (943,353) (1,243,956)
Proceeds from sales and redemptions of investments 1,079,807 1,757,107
Purchases of investments (4,514,187) (1,588,407)
Net Cash Used in Investing Activities (4,377,733) (1,075,256)
CASH FLOWS FROM FINANCING ACTIVITIES:
Loan proceeds - 3,040
Repayment of loans (37,950) (7,914)
Net Cash Used in Financing Activities (37,950) (4,874)
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS (2,086,251) 2,122,496
Cash and cash equivalents - beginning of year 5,554,291 3,431,795
CASH AND CASH EQUIVALENTS - END OF YEAR $ 3,468,040 $ 5,554,291

The accompanying notes are an integral part of these consolidated financial statements. -7-



THE ELAINE KAUFMAN CULTURAL CENTER/
LUCY MOSES SCHOOL FOR MUSIC AND DANCE AND AFFILIATE
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AUGUST 31, 2022 AND 2021

NOTE 1—DESCRIPTION OF THE ORGANIZATION

These consolidated financial statements consist of the following individually incorporated entities: The Elaine
Kaufman Cultural Center/Lucy Moses School for Music and Dance (the “Kaufman Center’) and Opus 118
Harlem School of Music (“Opus 118”), (collectively the “Center”).

The Kaufman Center, founded on the belief that the arts are essential to the human experience and a vital
component of education for everyone, is a unique and innovative center for music education and performance
in New York City, providing music education and performance programs for more than 75,000 New Yorkers of
all ages and ability levels each year through the Lucy Moses School, Special Music School, Merkin Concert
Hall, Face the Music and a vibrant musical theater program.

Opus 118 was founded in 1991. Opus 118 remains committed to its mission of providing quality music
instruction and teacher development in an environment that nurtures excellence and creativity.

Effective September 1, 2014, the Kaufman Center became the sole member of Opus 118.

Effective September 1, 2022, the Kaufman Center’'s sole membership of Opus 118 has been terminated and
Opus 118 will operate as an independent organization. Certain balances owed by Opus 118 to the Kaufman
Center will be forgiven as of that date upon satisfaction of certain conditions as agreed to by the entities.

The Kaufman Center and Opus 118 are not-for-profit organizations exempt from federal income tax under
Section 501(c)(3) of the Internal Revenue Code and are publicly supported organizations as described in
Section 509(a). The Kaufman Center and Opus 118 are funded primarily through tuition, contributions and
special events.

NOTE 2—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Basis of Presentation — The consolidated financial statements are prepared on the accrual basis of
accounting and include the financial statements of the Kaufman Center and Opus 118. All material inter-
affiliate balances and transactions have been eliminated in the consolidation. The Center adheres to
accounting principles generally accepted in the United States of America (“U.S. GAAP”).

B. Net Asset Presentation — The Center's net assets and revenues, gains and other support are classified
based on the existence or absence of donor-imposed restrictions. Accordingly, the net assets of the Center
and changes therein are classified and reported as follows:

o Without donor restrictions — net assets that are not subject to donor-imposed stipulations over which
the Board of Trustees has discretionary control.

« With donor restrictions — represents net assets whose use by the Center is limited by donor-imposed
restrictions as to a specific purpose or time. When a restriction expires, net assets with donor
restrictions are reclassified to net assets without donor restrictions and reported in the consolidated
statements of activities as net assets released from restrictions. In addition, this class includes assets
with donor-imposed restrictions on the corpus of the gifts specifying they be maintained in perpetuity
and unappropriated earnings on endowment.

C. Cash and Cash Equivalents — Cash and cash equivalents consist of highly liquid investments with
maturities of three months or less at the time of purchase.

D. Contributions Receivable — Unconditional promises to give that are expected to be collected within one
year are recorded at net realizable value. Unconditional promises to give that are expected to be collected
in future years are recorded at the present value of their estimated future cash flows. The discounts on those
amounts are computed using risk-adjusted interest rates applicable to the years in which the promises are
received. Amortization of the discounts is included in contribution revenue.



THE ELAINE KAUFMAN CULTURAL CENTER/
LUCY MOSES SCHOOL FOR MUSIC AND DANCE AND AFFILIATE
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AUGUST 31, 2022 AND 2021

NOTE 2—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E.

Accounts Receivable and Allowance for Doubtful Accounts — Accounts receivable consist primarily
of unpaid tuition and other fees. Accounts receivable are presented net of allowances for doubtful
accounts. Management evaluates the need for an allowance for doubtful accounts applicable to its
accounts based on various factors including age of the receivable, a review of payments subsequent to
year-end, and management’s evaluation of the collectability of the related accounts. As of August 31,
2022 and 2021, management determined that an allowance of $21,190 and $16,538, respectively, was
necessary for accounts receivable. There was no allowance for contributions and government grants
receivable needed as of August 31, 2022 and 2021.

Property and Equipment — Property and equipment is stated at cost less accumulated depreciation.
These amounts do not purport to represent replacement or realizable values. Depreciation is recognized
using the straight-line method over the estimated useful lives of the respective assets. The Center
capitalizes property and equipment with a cost of $1,000 or more and a useful life greater than one year.
Management periodically evaluates whether events or circumstances have occurred indicating that the
carrying amount of long-lived assets may not be recovered.

The estimated useful lives for each major depreciable classification of property and equipment are as
follows:

Building 40 years
Building improvements 25 - 40 years
Furniture, equipment and instruments 5-10years

Investments and Fair Value Measurements — Investments are carried at estimated fair value in the
accompanying consolidated financial statements. The consolidated statements of activities include net
return on investments consisting of interest and dividend income, realized and unrealized gains and
losses, net of management and custodial fees. Interest income is recorded on the accrual basis. Dividends
are recorded on the ex-dividend date. Purchases and sales of securities are recorded on a trade-date
basis.

Fair value measurements are based on the price that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants at the measurement date. In order to
increase consistency and comparability in fair value measurements, a fair value hierarchy prioritizes
observable and unobservable inputs used to measure fair value into three levels, as described in Note 4.

Donated Goods and Services — The Center records contributed goods and services at their fair value on
the date of receipt. It is the policy of the Center to record the estimated fair value of certain in-kind
donations as property and equipment in its consolidated financial statements, and similarly increase
contribution revenue by a like amount. Donated goods, consisting of musical instruments, amounted to
approximately $39,500 and $67,000 for the years ended August 31, 2022 and 2021, respectively, were
used for program activities and valued using fair value method.

Program Service Revenue — Service revenue is derived from contracts with customers. Revenue is
reported at the amount that reflects the consideration to which the Center expects to be entitled in
exchange for providing the contracted services. Service revenue from tuition and fees is recognized after
the services are performed or after the Center has completed its portion of the contract. Receivables are
due in full when performance obligations are satisfied.

Tuition and related revenues are recognized on the accrual basis. Tuition and related revenues are billed
in advance of services rendered, and revenues are recognized as lessons and the related services are
provided. Payments received in advance are recorded as deferred income and recognized in the fiscal
year that educational services are provided.

Scholarships — The policy of the Center has been to award scholarships to deserving students in lieu of
accepting only students who have the ability to pay full tuition. Scholarships are netted against revenues
in the consolidated statements of activities.



THE ELAINE KAUFMAN CULTURAL CENTER/
LUCY MOSES SCHOOL FOR MUSIC AND DANCE AND AFFILIATE
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AUGUST 31, 2022 AND 2021

NOTE 2—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

K.

Presentation/Facilities Services — Presentation/facilities services includes concert division revenues,
which the Center recognizes when events occur. Payments received in advance of the events are deferred
until recognized.

Rental Income — Rental income is recorded in accordance with the terms of the agreement. Deferred
rental income is recorded when it is material.

Government Grants — Government grants are nonexchange transactions and accounted for under
Financial Accounting Standards Board (“FASB”) Accounting Standards Update (“ASU”) 2018-08. Grants
are recognized as revenue when barriers within the contract are overcome, and there is no right of return.
The Center did not receive advances from the governmental grants as of August 31, 2022 and 2021. For
the years ended August 31, 2022 and 2021, the Center was awarded conditional grants amounting to $0
and $2,655,138, respectively. (See Note 7).

Functional Allocation of Expenses — The costs of program and supporting services activities have been
summarized on a functional basis in the consolidated statements of functional expenses. The consolidated
statements of functional expenses present the natural classification detail of expenses by function.
Accordingly, certain costs have been allocated among the programs and supporting services benefited.

The consolidated financial statements report certain categories of expenses that are attributed to more than
one program or supporting function. Therefore, expenses require allocation on a reasonable basis that is
consistently applied. The expenses that are allocated include occupancy and depreciation, which are
allocated on a square footage basis, as well as salaries and wages, benefits, payroll taxes, professional
services, office expenses, insurance, and other, which are allocated on the basis of estimates of time and
effort.

Special Events Direct Costs — The direct costs of special events include expenses for the benefit of the
donor and are included net of contribution revenue on the accompanying consolidated statements of
activities. For example, meals and facilities rental are considered direct costs of special events.

Use of Estimates — The preparation of consolidated financial statements in conformity with U.S. GAAP
requires us to make estimates and assumptions that affect the reported amounts of assets and liabilities at
the date of the consolidated financial statements and the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates, and those differences could be material.

Recent Accounting Pronouncements — FASB Accounting Standards Update (*ASU") 2020-07,
(Presentation and Disclosures by Not-for-Profit Entities for Contributed Nonfinancial Assets), was adopted
by the Center for the year ended August 31, 2022. The core guidance in ASU 2020-07 is to increase
transparency around contributed nonfinancial assets (also known as “gifts-in-kind") received by the not-
for-profit organizations including transparency on how those assets are used and how they are valued.
The adoption of ASU 2020-07 did not have an impact on the Center’s consolidated financial statements.

-10-



THE ELAINE KAUFMAN CULTURAL CENTER/
LUCY MOSES SCHOOL FOR MUSIC AND DANCE AND AFFILIATE
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AUGUST 31, 2022 AND 2021

NOTE 3—LIQUIDITY AND AVAILABILITY

The Center regularly monitors liquidity required to meet its operating needs and other contractual
commitments, while also striving to maximize the investment of its available funds. The Center has various
sources of liquidity at its disposal, including cash and cash equivalents and receivables that provides funding
for operations. In addition to financial assets available to meet general expenditures over the next 12 months,
the Center anticipates collecting sufficient revenue to cover general expenditures.

Financial assets available for general expenditure, that is, without donor or other restrictions limiting their use,

within one year of the consolidated statements of financial position date, comprise the following as of August
31:

2022 2021

Cash and cash equivalents $ 3,468,040 $ 5,554,291
Contributions receivable 5,814,735 1,224,494
Government grants receivable 96,930 48,150
Accounts receivable, net 1,747 3,793
Total financial assets 9,381,452 6,830,728
Less: contributions receivable in more than one year 1,490,806 583,740
Financial assets available $ 7890646 $ 6,246,988

NOTE 4—INVESTMENTS AND FAIR VALUE MEASUREMENTS

The fair value hierarchy defines three levels as follows:

Level 1 - Inputs to the valuation methodology are unadjusted quoted prices for identical assets or liabilities
in active markets that the Center has the ability to access.

Level 2 - Inputs to the valuation methodology include: quoted prices for similar assets or liabilities in active
markets; quoted prices for similar assets or liabilities in inactive markets; inputs other than quoted prices
that are observable for the assets or liability; inputs that are derived principally from or corroborated by
observable market data by correlation or other means.

Level 3 - Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The following table sets forth by level, within the fair value hierarchy, the assets at fair value as of August 31,
2022:

Level 1 Level 2 Level 3 Total
Cash Equivalents $ 3,855,864 $ - $ - $ 3,855,864
Corporate Bonds 2,547,899 958,969 15,416 3,522,284
Municipal Bonds - 317,335 - 317,335
Common Stock 3,567,682 - - 3,567,682
Mutual Funds 815,865 - - 815,865

$ 10,787,310 $ 1276304 $ 15,416 $ 12,079,030

The following table sets forth by level, within the fair value hierarchy, the assets at fair value as of August 31,
2021:

Level 1 Level 2 Total
Cash Equivalents $ 795,173 $ - $ 795,173
Corporate Bonds - 3,759,622 3,759,622
Municipal Bonds - 415,648 415,648
Common Stock 4,602,814 - 4,602,814
Mutual Funds 643,533 - 643.533

$ 6,041,520 $ 4175270 $ 10,216,790
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THE ELAINE KAUFMAN CULTURAL CENTER/
LUCY MOSES SCHOOL FOR MUSIC AND DANCE AND AFFILIATE
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AUGUST 31, 2022 AND 2021

NOTE 4—INVESTMENTS AND FAIR VALUE MEASUREMENTS (CONTINUED)

Investment activity consisted of the following for the years ended August 31:

2022 2021
Interest and dividends $ 191,300 $ 187,970
Realized gain on investments 161,955 14,626
Unrealized (loss) gain on investments (1.734,095) 1,179,905
(1,380,840) 1,382,501
Less: investment advisory fees (61,797) (60,939)
Net investment income (loss) $ (1442637) $ 1321562
NOTE 5—CONTRIBUTIONS RECEIVABLE
Contributions receivable are due to be collected as follows:
2023 $ 4,333,929
2024 775,000
2025 549,696
2026 250,000
5,908,625
Less discount to present value (at 3.5%) (83.820)
Total $ 5814735
NOTE 6—PROPERTY AND EQUIPMENT, NET
Property and equipment consisted of the following on August 31:
2022 2021
Land $ 993,154 $ 993,154
Building 3,799,308 3,799,308
Building Improvements 20,199,588 19,496,193
Furniture, equipment and instruments 2,781,240 2,541,282
27,773,290 26,829,937
Less: accumulated depreciation (17.720,007) (16.914.091)
Property and equipment, net $ 10063283 $ 9915846

For the years ended August 31, 2022 and 2021, depreciation expense amounted to $805,916 and $755,479,
respectively.

NOTE 7—GRANTS AND LOAN PAYABLE

On March 27, 2020, in response to COVID-19, the federal government passed the Coronavirus Aid, Relief,
and Economic Security Act (“CARES Act’). Among many other provisions, to help businesses retain
employees, the CARES Act provides relief to qualifying businesses through a program called the Paycheck
Protection Program (“PPP”). Participating in the PPP enables the business to obtain a loan from the Small
Business Administration (“SBA”") sector of the government. If the proceeds from the loan are used for specified
purposes, some or all of the loan can be forgiven.

In accounting for the terms of the PPP loans, the Kaufman Center and Opus 118 are guided by FASB
Accounting Standards Cadification (*“ASC"”) Topic 470 Debt, and ASC Topic 958-605 Not-for-Profit Entities:
Revenue Recognition. Accordingly, the Kaufman Center and Opus 118 accounted for the loans under ASC
Topic 958-605.
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THE ELAINE KAUFMAN CULTURAL CENTER/
LUCY MOSES SCHOOL FOR MUSIC AND DANCE AND AFFILIATE
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AUGUST 31, 2022 AND 2021

NOTE 7— GRANTS AND LOAN PAYABLE (CONTINUED)

The Kaufman Center applied for this loan through an SBA authorized lender and received $1,057,455 in April
2020. On August 31, 2020, the Kaufman Center incurred sufficient qualifying expenses and met other conditions
for forgiveness and accordingly recorded an extinguishment of debt of $1,002,473. The Kaufman Center applied
for forgiveness in 2021 and forgiveness was granted in June 2021 in the amount of $1,014,629. The additional
forgiveness of $12,156 was recorded as a contribution in 2021. The remaining balance on the PPP loan
amounted to $0 and $34,910 as of August 31, 2022 and 2021, respectively. The Kaufman Center repaid the
remaining balance plus interest accrued at 1% per annum in equal monthly installments as of August 31, 2022.

Opus 118 applied for this loan through an SBA authorized lender and received $66,000 in May 2020 and
recognized $66,000 as a contribution for the year ended August 31, 2020. During 2021, Opus 118 applied for
forgiveness and in October 2021 forgiveness was granted for $62,960, accordingly $3,040 is included as loan
payable in the accompanying consolidated statement of financial position with an interest rate of 1% and
maturity date of May 3, 2022. In addition, during 2021, Opus 118 applied for the Second Draw Paycheck
Protection Program loan and received $50,900 during 2021 and recognized the full amount as a contribution for
the year ended August 31, 2021. The loan was fully forgiven in March 2022.

In response to COVID-19, the federal government passed the Economic Aid to Hard-Hit Small Businesses,
Nonprofits, and Venues Act to provide relief to qualifying businesses through a program called the Shuttered
Venue Operators Grant (“SVOG®). In July 2021, the Center applied for the SVOG and was awarded
$2,655,138, of which $94,840 was recognized in 2021 as government grants in the accompanying
consolidated financial statements. Grantees are not required to repay the funds as long as they are used for
eligible costs incurred between March 1, 2020 and June 30, 2022. Since the proceeds under the SVOG were
considered conditional, the remaining balance of $2,560,298 was recognized as government grant revenue in
2022 as eligible expenses were incurred.

NOTE 8—COMMITMENTS AND CONTINGENCIES

The Center believes it has no uncertain tax positions as of August 31, 2022 and 2021, in accordance with
FASB ASC Topic 740, Income Taxes, which provides standards for establishing and classifying any tax
provisions for uncertain tax positions.

NOTE 9—NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions are available for the purposes listed below as of August 31:

2022 2021
Subject to spending policy and appropriations

Chorale $ 150,000 $ 150,000
Library 553,831 553,831
Lucy Moses School 300,000 300,000
Merkin Concert Hall 200,000 200,000
Operating (including contributions receivable) 9,302,522 3,980,590
Scholarship 957,108 910,477
Special Music School 167,472 167,472
Cumulative endowment returns (869,033) 899,290
Total subject to spending policy and appropriations 10,761,900 7,161,660
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THE ELAINE KAUFMAN CULTURAL CENTER/
LUCY MOSES SCHOOL FOR MUSIC AND DANCE AND AFFILIATE
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AUGUST 31, 2022 AND 2021

NOTE 9—NET ASSETS WITH DONOR RESTRICTIONS (CONTINUED)

Subject to expenditure for specified purpose and the

passage of time 2022 2021
Special Music School $ 422000 $ 609,000
Music and arts programs 321,742 292,719
Capital Building - 27,247
Capital Building (New York City) 1,014,230 1,110,447
Reserve Fund (loans) 25,000 25,000
Special Projects - 3.000

Total subject to expenditure for specified purpose
and the passage of time 1,782,972 2,067,413
Total net assets with donor restrictions 12,544,872 229,07

Net assets released from donor restrictions by either passage of time or meeting the donors’ restrictions
amounted to $1,230,177 and $1,995,940 for the years ended August 31, 2022 and 2021, respectively.

NOTE 10—ENDOWMENT FUNDS

The Board of the Center recognizes that New York State adopted the New York Prudent Management of
Institutional Funds Act ("NYPMIFA") on September 17, 2010. NYPMIFA replaced the prior law which was the
Uniform Management of Institutional Funds Act ("UMIFA"). NYPMIFA created a rebuttable presumption of
imprudence if an organization appropriates more than 7% of a donor-restricted endowment fund’s fair value
(averaged over a period of not less than the preceding five years) in any year. Any unappropriated earnings
that would otherwise be considered without donor restrictions will be reflected as net assets with donor
restrictions until appropriated.

The Board of Trustees has interpreted NYPMIFA as allowing the Center to appropriate for expenditure or
accumulate so much of an endowment fund as the Center determines is prudent for the uses, benefits,
purposes and duration for which the endowment fund is established, subject to the intent of the donor as
expressed in the gift instrument. Unless stated otherwise in the gift instrument, the assets in a donor-restricted
endowment fund shall be donor-restricted assets until appropriated for expenditure by the Board of Trustees.

To satisfy its long-term objectives, the Center relies on a total return strategy in which investment returns are
achieved through both capital appreciation (realized and unrealized) and current yield (interest and dividends).
The Center targets a diverse asset allocation that places an equal emphasis on equity-based and fixed income
investments to achieve its long-term return objectives within prudent risk constraints.

The Center considers the following factors in making a determination to appropriate or accumulate donor-
restricted endowment funds: the duration and preservation of the funds; availability of other funding sources;
general economic conditions; the possible effect of inflation and deflation; the expected total return from
income and the appreciation/depreciation of investments; and the investment policy of the Center, as enforced
by the Finance Committee of the Board of Trustees.

From time to time, the fair value of assets associated with individual donor-restricted endowment funds may
fall below the level that the donor requires the Center to retain as a fund of perpetual duration. In accordance
with U.S. GAAP, deficiencies of this nature, if they occur, are reported in net assets with donor restrictions.
The deficiencies may result from unfavorable market fluctuations that occur in the economy as a whole that
may affect the donor restricted endowment fund where the fair market value of the donor restricted endowment
fund falls below the amount that is required to be retained permanently. There were no such deficiencies for
the years ended August 31, 2022 and 2021.

The Center appropriates for use the investment income from donor-restricted endowment net assets. In
establishing this policy, the Center considered the long-term expected return on its endowment.
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THE ELAINE KAUFMAN CULTURAL CENTER/
LUCY MOSES SCHOOL FOR MUSIC AND DANCE AND AFFILIATE
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AUGUST 31, 2022 AND 2021

NOTE 10—ENDOWMENT FUNDS (CONTINUED)

The following table summarizes the changes in the Center's endowment net assets for the years ended August
31, 2022 and 2021:

Endowment net assets, August 31, 2020 $ 6,232,370
Appropriation for expenditures (388,591)
Contributions 30,000
Interest and dividends 151,209
Investment return 1,136,672

Endowment net assets, August 31, 2021 7,161,660
Appropriation for expenditures (412,494)
Contributions 5,368,563
Interest and dividends 153,842
Investment loss (1,509.671)

Endowment net assets, August 31, 2022 $ 10,761,900

NOTE 11—RENTAL INCOME

On August 31, 2012, the Center signed an extension of the license agreement with The New York City School
Construction Authority (“Authority”) for the Special Music School for ten additional years, expiring September
1, 2022. The Center and the Authority are in the process of renewing the license agreement for an additional
extended term. Pending completion of the new agreement, the Center and the Authority have continued to
operate under the terms of the expiring agreement, and the Center has continued to receive rental payments
as provided in the agreement.

NOTE 12—EMPLOYEE BENEFIT PLAN

The Center has a defined contribution plan with Teachers Insurance and Annuity Association (“TIAA”). Eligible
employees may receive up to a 7% annual contribution depending on length of service. Pension expense for
the years ended August 31, 2022 and 2021 was $153,971 and $141,215, respectively.

NOTE 13—CONCENTRATIONS

Cash and cash equivalents that potentially subject the Center to a concentration of credit risk include cash
accounts with banks that exceed the Federal Deposit Insurance Corporation (*FDIC") insurance limits.
Accounts are insured up to $250,000 per depositor. As of August 31, 2022 and 2021, there was approximately
$5,327,000 and $4,960,000, respectively, of cash and cash equivalents held by banks that exceeded FDIC
limits. Such excess includes outstanding checks.

NOTE 14—RELATED PARTY TRANSACTIONS

On June 22, 2012, the Center signed an agreement to loan $50,000 to Opus 118. The funds were transferred
to Opus 118 on August 13, 2012. Interest accrues annually at a rate of 3%. Interest expense for each of the
years ended August 31, 2022 and 2021 amounted to $1,500. The entire principal and interest balance are due
thirty days after written demand by the Center. The note is secured by an interest in Opus 118’s personal
property. The Center had not demanded payment on the loan and accrued interest as of August 31, 2022 and
2021.

The Center charged Opus 118 $33,185 and $37,800 for administrative services during the years ended August
31, 2022 and 2021, respectively. Opus 118 owed the Center $2,261 and $6,915 as of August 31, 2022 and
2021, respectively, for expenses that the Center paid on behalf of Opus 118.

Such inter-affiliate balances and transactions have been eliminated in the consolidation.

NOTE 15—SUBSEQUENT EVENTS

Management has evaluated subsequent events through March 8, 2023, the date the consolidated financial
statements were available to be issued.
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